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the nearest cent), is then the result of the 
formula:

FV = PV x { [1 + (CR ÷ 2)] (m ÷ 6)} where 
FV = $28.45 x { [1 + (0.0507 ÷ 2)] (5 ÷ 6)} = $29.05

ii. The redemption value for the actual de-
nomination of a Series I bond can be deter-
mined by applying the appropriate multiple, 
for example: $29.05 x ($100.00 ÷ $25.00) for a 
bond with a $100.00 face amount; or $29.05 x 
($1000.00 ÷ $25.00) for a bond with a $1000.00 
face amount.

(5) The Secretary’s determination. The 
determination by the Secretary of the 
Treasury, or the Secretary’s designee, 
of fixed rates of return, semiannual in-
flation rates, composite rates, and sav-
ings bond redemption values shall be 
final and conclusive. 

(6) Tables of redemption values. Tables 
of redemption values are made avail-
able in various formats and media, in-
cluding on the Internet, by the Bureau 
of the Public Debt, Parkersburg, West 
Virginia 26106–1328. Treasury reserves 
the right to cease making the tables of 
redemption values available in any of 
these formats or media. Redemption 
values published in such tables reflect 
the three-month interest penalty ap-
plied to bonds redeemed prior to five 
years from the date of issue. 

[63 FR 38044, July 14, 1998, as amended at 63 
FR 45946, Aug. 28, 1998]

§ 359.3 Investment considerations. 
(a) Index contingencies. (1) If a pre-

viously reported CPI is revised, Treas-
ury will continue to use the previously 
reported CPI in calculating redemption 
values. 

(2) If the CPI is rebased to a different 
year, Treasury will continue to use the 
CPI based on the base reference period 
in effect when the savings bond was 
first issued, as long as that CPI con-
tinues to be published. 

(3) If, while a Series I savings bond is 
outstanding, the applicable CPI is dis-
continued, in the judgment of the Sec-
retary, fundamentally altered in a 
manner materially adverse to the in-
terests of an investor in the savings 
bond, or in the judgment of the Sec-
retary, altered by legislation or Execu-
tive Order in a manner materially ad-
verse to the interests of an investor in 
the savings bond, Treasury, after con-
sulting with the Bureau of Labor Sta-
tistics, or any successor agency, will 

substitute an appropriate alternative 
index. Treasury will then notify the 
public of the substitute index and how 
it will be applied. Determinations of 
the Secretary in this regard will be 
final. 

(4) If the CPI for a particular month 
is not reported by the last day of the 
following month, the Treasury will an-
nounce an index number based on the 
last 12-month change in the CPI avail-
able. Any calculations of the Treas-
ury’s payment obligations on the infla-
tion-indexed savings bond that rely on 
that month’s CPI will be based on the 
index number that Treasury has an-
nounced. 

(b) Inflation lag. (1) The inflation rate 
component of investor earnings will be 
determined twice each year. This rate 
will be the percentage change in the 
CPI–U for the six months ending each 
March and September. The rate will be 
included in the composite rate that is 
announced each May and November. 
For Series I bonds offered from Sep-
tember 1, 1998, through October 31, 1998, 
the inflation rate component of inves-
tor earnings will be the percentage 
change in the CPI–U for the six months 
ending March 31, 1998. This rate will be 
included in the composite rate that is 
announced for Series I bonds offered ef-
fective from September 1, 1998, through 
October 31, 1998. In the event the Sec-
retary, or the Secretary’s designee, an-
nounces a composite rate at an effec-
tive date other than May 1 or Novem-
ber 1, the announcement will specify 
the period to be used to calculate the 
semiannual inflation rate. Each com-
posite rate will be effective for the en-
tirety of the applicable rate period that 
begins while the rate is in effect. Thus, 
an inflation rate may affect interest 
accruals from 3 to 13 months from the 
date that the CPI–U is measured. 

(2) For example, the inflation rate 
determined from the CPI–U for the six-
month period from October 1, 2003, 
through March 31, 2004, will be included 
in the composite rate announced on 
May 1, 2004. For a bond purchased in 
May 1999, this rate will go into effect 
immediately, since a new semiannual 
rate period for this bond will begin on 
May 1, 2004. Series I bonds issued in 
May begin new semiannual rate periods 
in the months of May and November. 
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In this example, the inflation rate will 
have its earliest impact in June 2004, 
when interest from May accrues, three 
months after the end of the six-month 
CPI–U period that ends March 31, 2004. 

(3) As another example, the May 1, 
2004, rate will apply similarly to a bond 
purchased in October 1999. Series I 
bonds issued in October begin new 
semiannual rate periods in the months 
of April and October. Thus, for this 
bond, the May 1, 2004, composite rate 
(which includes the inflation rate) will 
not go into effect until a new semi-
annual rate period begins on October 1, 
2004. This rate, therefore, will deter-
mine the inflation-indexed portion of 
each interest accrual from November 
2004 through April 2005. In this exam-
ple, the inflation rate will have its lat-
est impact in April 2005, 13 months fol-
lowing the six-month CPI-U period 
that ended March 31, 2004. 

(c) Liquidity. A Series I bond may be 
redeemed beginning six months after 
its issue date or at any time thereafter. 
However, a bond redeemed less than 
five years from its issue date will be 
subject to a three-month interest pen-
alty. 

(d) Early redemption penalty. If a Se-
ries I bond is redeemed less than five 
years following the date of issue, the 
overall earning period from the date of 
issue will be reduced by three months. 
For example, if a bond issued January 
1, 1999, is redeemed nine months later 
on October 1, 1999, the redemption 
value will be determined by applying 
the redemption value calculation pro-
cedures described in § 359.2(e)(4) and the 
Series I composite rate for that bond as 
if the redemption date were three 
months earlier (July 1, 1999). The re-
demption value of a bond subject to the 
three-month interest penalty shall not 
be reduced below the issue price. This 
penalty does not apply to bonds re-
deemed five years or more after the 
date of issue. 

[63 FR 38044, July 14, 1998, as amended at 63 
FR 45947, Aug. 28, 1998]

§ 359.4 Registration and issue. 
(a) Registration. Bonds may be reg-

istered as set forth in 31 CFR part 360, 
subpart B, also published as Depart-
ment of the Treasury Circular, Public 
Debt Series No. 2–98. Generally, bonds 

may be registered in the names of nat-
ural persons in single owner, coowner 
(for example: ‘‘John Doe 123–45–6789 OR 
Mary Doe’’), or beneficiary (‘‘John Doe 
123–45–6789 payable on death to (POD) 
Mary Doe’’) forms of registration. 

(b) Validity of issue. A bond is validly 
issued when it is registered as provided 
in Circular No. 2–98, and when it bears 
an issue date, as well as the validation 
indicia of an authorized issuing agent. 

(c) Taxpayer Identifying Number (TIN). 
The inscription of a bond must include 
the TIN of the owner or first-named co-
owner. If the bond is being purchased 
as a gift or award and the owner’s TIN 
is not known, the TIN of the purchaser 
must be included in the inscription on 
the bond. 

(d) Prohibition on chain letters. The 
issuance of bonds in the furtherance of 
a chain letter or pyramid scheme is 
against the public interest and is pro-
hibited. An issuing agent is authorized 
to refuse to issue a bond or accept a 
purchase order if there is reason to be-
lieve that a purchase is in connection 
with a chain letter. The agent’s deci-
sion is final.

§ 359.5 Limitation on purchases. 
The amount of Series I bonds which 

may be purchased in the name of any 
one person, in any one calendar year, is 
limited to $30,000 par value. Circular 
No. 2–98 (31 CFR part 360, subpart C) 
contains the rules governing the com-
putation of amounts and the special 
limitation for employee plans.

§ 359.6 Purchase of bonds. 
(a) Payroll sales—(1) Payroll savings 

plans. Bonds may be purchased through 
deductions from the pay of employees 
of organizations that maintain payroll 
savings plans. The bonds must be 
issued by an authorized issuing agent. 

(2) Employee thrift, savings, vacation, 
and similar plans. Bonds registered in 
the names of employee plans may be 
purchased in book-entry form in au-
thorized denominations through a des-
ignated Federal Reserve Bank after Bu-
reau of the Public Debt approval of the 
plan as eligible for the special limita-
tion under 31 CFR 360.13, also published 
as § 360.13 of Department of the Treas-
ury Circular, Public Debt Series No. 2–
98. 
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